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VII. Military expenditure data, 2003-12

SAM PERLO-FREEMAN, WAEL ABDUL-SHAFI, CHRISTINA BUCHHOLD,
CARINA SOLMIRANO AND HELEN WILANDH

The following tables contain data on military expenditure in local currency
at current prices (table 3.10), constant (2011) US dollars (table 3.11) and as a
share of gross domestic product (GDP, table 3.12) for the 167 countries
covered by the STPRI Military Expenditure Database, <http://www.sipri.
org/databases/milex/>.

The main purpose of the data on military expenditure is to provide an
easily identifiable measure of the scale of resources absorbed by the mili-
tary. Military expenditure is an ‘input’ measure, which is not directly
related to the ‘output’ of military activities, such as military capability or
military security. Long- and short-term changes in military spending may
be signs of a change in military output, but interpretations of this type
should be made with caution.

The country data on military expenditure in local currency (table 3.10) is
the original data for all the other tables. This data is provided to contribute
to transparency and to enable comparison with data reported in govern-
ment sources and elsewhere. Data in constant dollars is provided to allow
for comparison over time (table 3.11) and for calculating world, regional
and other totals (see table 3.1 in section I). Data in current dollars for 2012
is provided to allow international comparison across countries (table 3.11)
and across regions (table 3.1). The current dollar figures also facilitate com-
parison with other economic indicators, which are often expressed in cur-
rent dollar terms. Data on military expenditure as a share of GDP is pro-
vided (table 3.12) as an indicator of the proportion of a country’s resources
used for military activities, that is, as an indicator of the economic burden
of military expenditure—the ‘military burden’.

Conversion to constant US dollars has been made using market exchange
rates. As the base year for conversion to constant US dollars used here is
2011, the figures in table 3.11 are substantially different from those in SIPRI
Yearbook 2012, where the base year 2010 was used.

Military expenditure data from different editions of the SIPRI Yearbook
should not be combined because the data series are continuously revised
and updated as new and better data becomes available. This is true in par-
ticular for the most recent years as figures for budget allocations are
replaced by figures for actual expenditure. Revisions in constant dollar
series can also be caused by revisions in the economic statistics used for
these calculations. The SIPRI Military Expenditure Database includes con-
sistent series dating back to 1988 for most countries.

Further notes and the sources and methods for the data follow the tables.
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Sources and methods

The definition of military expenditure

The guideline definition of military expenditure used by SIPRI includes expenditure on the
following actors and activities: (a) the armed forces, including peacekeeping forces;
(b) defence ministries and other government agencies engaged in defence projects; (c) para-
military forces, when judged to be trained and equipped for military operations; and (d) mili-
tary space activities. It includes all current and capital expenditure on (a) military and civil
personnel, including retirement pensions of military personnel and social services for person-
nel; (b) operations and maintenance; (¢) procurement; (d) military research and development;
and (e) military aid (in the military expenditure of the donor country). It does not include civil
defence and current expenditure for past military activities, such as for veterans’ benefits,
demobilization, conversion and weapon destruction. While this definition serves as a guide-
line, in practice it is often difficult to adhere to due to data limitations.

Limitations of the data

There are three main types of limitation of the data: reliability, validity and comparability.

The main problems of reliability are due to the less than comprehensive coverage of official
military expenditure data, the lack of detailed information on military expenditure and the
lack of data on actual, rather than budgeted, military expenditure. In many countries the
official data covers only a part of total military expenditure. Important items can be hidden
under non-military budget headings or can even be financed entirely outside the government
budget. Many such extra-budgetary and off-budget mechanisms are employed in practice.

The validity of expenditure data depends on the purpose for which it is used. Since expend-
iture data is a measure of monetary input, its most valid use is as an indicator of the economic
resources consumed for military purposes. For the same reason, its utility as an indicator of
military strength or capability is limited. While military expenditure does have an impact on
military capability, so do many other factors such as the balance between personnel and equip-
ment, the technological level of military equipment, and the state of maintenance and repair,
as well as the overall security environment in which the armed forces are to be employed.

The comparability of the data is limited by two different types of factor: the varying cover-
age (or definition) of the data and the method of currency conversion. The coverage of official
data on military expenditure varies significantly between countries and over time for the same
country. For the conversion into a common currency, the choice of exchange rate makes a
great difference in cross-country comparisons (see below). This is a general problem in inter-
national comparisons of economic data and is not specific to military expenditure. However,
since international comparison of military expenditure is often a sensitive issue, it is important
to bear in mind that the interpretation of cross-country comparisons of military expenditure is
greatly influenced by the choice of exchange rate.

Methods

SIPRI data is based on open sources and reflects the official data reported by governments.
However, the official data does not always conform to the SIPRI definition of military expend-
iture. Nor is it always possible to recalculate data according to the definition, since this would
require detailed information about what is included in the official defence budgets and about
extra-budgetary and off-budget military expenditure items. In many cases SIPRI is confined to
using the data provided by governments, regardless of definition. If several data series are
available, which is often the case, SIPRI chooses the data series that corresponds most closely
to the SIPRI definition of military expenditure. Nevertheless, priority is given to choosing a
uniform time series for each country, in order to achieve consistency over time, rather than to
adjusting the figures for individual years according to a common definition. In addition, esti-
mates have to be made in specific cases.
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Estimation. Estimates of military expenditure are predominantly made (a) when the cover-
age of official data diverges significantly from the SIPRI definition or (b) when no complete
consistent time series is available. In the first case, estimates are made on the basis of an ana-
lysis of primarily official government budget and expenditure accounts. The most compre-
hensive estimates of this type are for China (as presented in SIPRI Yearbook 1998 and updated
in SIPRI Yearbook 2011) and Russia (as presented in SIPRI Yearbook 1999). In the second case,
when only incomplete times series are available, the figures from the data series which corres-
ponds most closely to the SIPRI definition are used for the years covered by that series.
Figures for the missing years are then estimated by applying the percentage change between
years in an alternative series to the data in the first series, in order to achieve consistency over
time.

All estimates are based on official government data or other empirical evidence from open
sources. Thus, no estimates are made for countries that do not release any official data, and no
figures are displayed for these countries.

SIPRI estimates are presented in square brackets in the tables. Round brackets are used
when data is uncertain for reasons beyond SIPRI’s control, for example, when the data is
based on a source of uncertain reliability and in cases when data expressed in constant dollars
or as shares of GDP is uncertain due to uncertain economic data.

The data for the most recent years includes two types of estimate, which apply to all coun-
tries. First, figures for the most recent years are for adopted budget, budget estimates or
revised estimates, the majority of which will be revised in subsequent years. Second, in
table 3.11 the deflator used for the final year in the series is an estimate based on part of a year
or as provided by the International Monetary Fund (IMF). Unless exceptional uncertainty is
involved, these estimates are not bracketed.

The totals for the world, regions, organizations and income groups in table 3.1 are estimates
because data is not available for all countries in all years. In cases where data for a country is
missing at the beginning or end of the series, these estimates are made on the assumption that
the rate of change for that country is the same as the average for the region to which it
belongs. In cases where data is missing in the middle of the series, the estimates are made on
the assumption of an even trend between the end values. When no estimate can be made,
countries are excluded from all totals.

Calculations. The original country data is provided in local currency at current prices
(table 3.10) for financial years. Those countries with financial years that do not coincide with
calendar years are indicated in table 3.10. In all but one such case, the figure shown for a given
year is for the financial year beginning in that calendar year. The exception is the USA, where
each figure is for the financial year beginning on 1 October of the year previous to that indi-
cated. A few countries changed their financial year during the period 2003-12. These cases are
indicated in footnotes.

Figures in constant US dollars and as a share of GDP (tables 3.9 and 3.10) are displayed on a
calendar year basis, which makes it necessary to convert financial year figures to calendar year
figures for some countries. These calculations are made on the assumption of an even rate of
expenditure throughout the financial year. Local currency data is then converted to US dollars
at constant prices and exchange rates (table 3.11) using the national consumer prices index
(CPI) for the respective country and the annual average market exchange rate (MER).

The use of CPIs as deflators means that the trend in the SIPRI military expenditure for each
country (in constant dollars) reflects the real change in its purchasing power for country-
typical baskets of civilian consumer goods. A military-specific deflator would be a more
appropriate choice, but these are unavailable for most countries.

GDP-based purchasing power parity (PPP) exchange rates would be an alternative to
MERSs. PPP rates better represent the volume of goods and services that can be purchased
with a given sum of money in each country than do MERs. However, they are not necessarily a
better measure than MERs of the volume of military goods and services that may be obtained
(as discussed in detail in SIPRI Yearbook 2006). In particular, PPP rates are unlikely to reflect
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the relative costs of advanced weapons technology and systems in each country. In fact, mili-
tary spending figures, whatever exchange rate is used, do not directly measure military cap-
ability. PPP rates thus do not give a ‘better’ indication of what a country is ‘really’ spending;
rather, they measure what alternative volume of goods and services could be bought within
the country in question if the money was used for other purposes. MERs on the other hand
measure what the military spending could purchase on international markets. In addition to
these issues, as PPP rates are estimates, they are less reliable than MERs. Thus, SIPRI uses
market exchange rates to convert military expenditure data into US dollars, despite their
limitations, as the simplest and most objective measure for comparing international spending
levels.

Sources

The sources for military expenditure data are, in order of priority, (a) primary sources, that is,
official data provided by national governments, either in their official publications or in
response to questionnaires; (b) secondary sources that quote primary data; and (¢) other
secondary sources.

The first category consists of national budget documents, defence white papers and public
finance statistics as well as responses to a SIPRI questionnaire that is sent out annually to the
finance and defence ministries, central banks, and national statistical offices of the countries in
the SIPRI Military Expenditure Database. It also includes government responses to question-
naires about military expenditure sent out by the United Nations and, if made available by the
countries themselves, the Organization for Security and Co-operation in Europe (OSCE).

The second category includes international statistics, such as those of the North Atlantic
Treaty Organization (NATO) and the IMF. The data for the 16 pre-1999 NATO member states
has traditionally been taken from military expenditure statistics published in a number of
NATO sources. The introduction by NATO of a new definition of military expenditure in 2005
has made it necessary to rely on other sources for some NATO countries for the most recent
years. The data for many developing countries is taken from the IMF’s Government Finance
Statistics Yearbook, which provides a defence heading for most IMF member countries, and
from country reports by IMF staff. This category also includes publications of other organ-
izations that provide references to the primary sources used, such as the Country Reports of
the Economist Intelligence Unit.

The third category of sources consists of specialist journals and newspapers.

The main sources for economic data are the publications of the IMF: International Financial
Statistics, World Economic Outlook and country reports by IMF staff.

The SIPRI Military Expenditure Network

Contribution of military expenditure data, estimates and advice are gratefully acknowledged
from Julian Cooper (University of Birmingham, Centre for Russian and East European
Studies), Dimitar Dimitrov (University of National and World Economy, Sofia), Ifiigo Guevara
y Moyano (Colectivo de Analisis de la Seguridad con Democracia, Querétaro), Giilay Giinliik-
Senesen (Istanbul University), Iduvina Hernandez (Asociacion para el estudio y la promocion
de la seguridad en democracia, Guatemala City), Shir Hever (Alternative Information Center,
Jerusalem), Pavan Nair (Jagruti Seva Sanstha, Pune), Tamara Pataraia (Caucasus Institute for
Peace, Democracy and Development, Thbilisi), Thomas Scheetz (Lincoln University College,
Buenos Aires), Nerhan Yentiirk (Istanbul Bilgi Universty), Tasheen Zayouna (International
IDEA, Stockholm) and Ozren Zunec (University of Zagreb).
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